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CATTLE INDUSTRY accounts for about 
third the farm income the Tenth Fed- 
eral Reserve District. also one the 
major agricultural enterprises for which the 
substantial expansion recent years can 
justified. recent study Iowa State Col- 
lege, was concluded that the demand for 
beef has been increasing while that for pork 
has been declining relation disposable 
consumer income. 

Major reasons listed for this change are: 
(1) urban consumers—who eat much more 
beef per capita than farmers—are becoming 
relatively more important part total popula- 
tion; (2) occupations both rural and urban 
people have become more sedentary, which 
has caused consumers demand more lean 
meats and less fatty foods; (3) with higher 
incomes, consumers have increased their pur- 
chases beef relative those pork; (4) 
disposable income the United States has 
become more equally distributed; and (5) 
vegetable oils have offered increasing com- 
petition with lard. The study concludes that 
relative demands for beef and pork are likely 
follow the same general trends the future, 
although they may proceed different rates. 

Almost all current projections anticipate 
continued growth population and per capita 
incomes. also seems likely that consumers 
will continue demand more the leaner 
types meat. these assumptions are real- 
istic, appears that the beef industry may 
offer excellent opportunity for some needed 
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adjustments the agriculture. Thus, 
analysis the potential growth the 
beef industry the United States seems ap- 
propriate. the subsequent portions this 
article, effort will made collect, tabu- 
late, and interpret information for use 
making projections that should help plan- 
ning the future growth and financing the 
industry. The projections will for the 
decade ending 1965. The population and 
per capita income estimates used are based 
studies made reputable agencies. 


Demand 

Generally, the beef industry highly spe- 
cialized the United States. Farmers and 
ranchers produce beef cattle primarily for sale. 
Ultimately, the number they sell determined 
largely the demand for beef. turn, the 
demand for beef determined number 
forces. Among the more important these 
are population, per capita incomes, prices 
competing meats, and the price beef itself. 
These forces probably will continue im- 
portant the future and cannot ignored 
analyzing the demand for beef and projecting 
trends for analytical purposes. Beef consump- 
tion the United States has been closely re- 
lated population, per capita incomes, and 
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meat prices ever since reliable statistical data 
have been available. Although there have been 
shifts the relative importance these fac- 
tors during certain periods the past, em- 
pirical data verify that they remain important 
today. 

estimated that there are approximately 
165 million people the United States the 
present time. Since population growth 
important factor influencing the future de- 
mand for beef, necessary estimate the 
Nation’s population decade hence order 
estimate properly the demand for beef 
that time. Although estimating population 
growth has proved hazardous task the 
past, necessary make certain assump- 
tions concerning such growth order 
analytical work many phases economics. 
Consequently, number projections per- 
taining population growth have been made 
reputable agencies. 

Recently, the Bureau the Census, 
Department Commerce, made number 
projections population based upon 
different but reasonable assumptions pertain- 
ing fertility and migration rates. the 
basis these assumptions, population esti- 
mates have varied from 185 189 million 
people for the United States 1965. The 
Joint Committee the Economic Report has 
estimated the population for 1965 190 mil- 
lion. addition these studies where specific 
estimates are made for 1965, number 
other projections have been based popu- 
lation growth approximately per cent 
during the next decade. Such projections also 
would result population 190 million 
people 1965. order the con- 
servative side, population estimate 185 
million for 1965 will used this study. 

Income data are more difficult predict 
than are population data, since economic con- 
ditions the past have fluctuated substantial- 


more than have fertility, mortality, and mi- 
gration rates. Moreover, there good 
dence that the demand for beef the past 
has been influenced significantly changes 
per capita income. This was particularly 
true during periods when per capita incomes 
were low. With widely distributed incomes 
present per capita levels, additional in- 
creases may tend have less influence the 
total demand for beef. other words, with 
reasonably high per capita incomes, consum- 
ers tend consume certain quantity beef 
even though the price varies substantially. 
their incomes are increased beyond this level, 
little the increased income used pur- 
chase additional quantities beef. Instead, 
the increased income used for satisfying 
other wants. However, incomes are reduced 
below given level, consumers apparently 
make effort substitute cheaper products 
for beef. Stated technical economic terms, 
appears that the income elasticity beef 
quite high lower levels income but rather 
low higher levels income. 
Consequently, attempting project the 
demand for beef 1965, important 
give consideration the income factor. 
per capita income should decline substantially 
between now and 1965, the demand for beef 
would affected adversely. the other 
hand, per capita incomes are maintained 
relatively favorable levels and total income 
widely distributed, per capita demand for 
beef should remain strong even does not 
increase materially beyond present levels. 
Assuming that will possible for the 
Nation maintain balanced rate growth 
the economy, the Joint Committee the 
Economic Report has estimated total dispos- 
able income for 1965 $380 billion. This 
compares with annual rate disposable 
income $260 billion for the first quarter 
1955. After making allowance for population 
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growth, such increase total disposable 
income would result approximately 
per cent increase per capita disposable in- 
come 1965. Thus, the Joint 
estimates population growth and total dis- 
posable income are correct, per capita dis- 
posable income would from $2,000 
$2,075 1965. Other reputable estimates 
disposable income based balanced growth 
and continued full employment tend con- 
firm the estimates made the Joint Com- 
mittee. 

previously pointed out, the price beef 
has been increasing relation the price 
pork. Furthermore, empirical evidence tends 
verify that the price beef becoming 
more and more independent the price 
pork. Consumers now tend maintain their 
consumption beef even though the price 
pork declines. Such conclusion appears 
reliable, since with the higher incomes 
recent years consumers are less likely use 
substitutes than they were with the lower in- 
comes previous years. Pork prices, however, 
continue have some influence beef con- 
sumption, although the relationship apparent- 
less since the end World War than 
prior that time. 


Cattle Numbers Projected 


Many methods can used for projecting 
estimating cattle numbers some future 
date. Certain assumptions must made re- 
gardless the method used. The accuracy 
any estimate dependent upon the assump- 
tions underlying the method and the data used 
solving the problem. 

For instance, one simple method arriving 
estimate for cattle numbers future 
date would project the past rate 
growth into the future. Since cattle numbers 
the past have followed cyclical pattern, 
for projection purposes necessary fit 
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straight line (regression) the data for the 
period 1910 1955 and then project this line 
1965. After having done this, cycle com- 
parable the last cycle terms length and 
amplitude can superimposed upon the pro- 
jected trend line. With this method, the esti- 
mated number cattle farms 1965 
would about 106 million head. 

This method based upon the assumption 
that the general growth trend from 1910 
1955 will continue for the next decade and 
that the next cycle cattle numbers will 
the same length and amplitude the pre- 
vious cycle. this projection approached, 
cattle numbers can expected decline for 
number years and then increase. the 
cycle should different length 
tude than assumed, numbers 1965 could 
vary substantially from the projected estimate. 
This procedure has certain limitations. The 
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demand factors that influence numbers 
cattle are considered only indirectly. The 
assumption that factors influencing cattle 
numbers the past are routine and will con- 
tinue the future can criticized. 
However, the method does give one estimate 
that may useful for planning and financing 
cattle production programs the future. 

second procedure for computing the 
number cattle needed 1965 multiply 
the estimated population for that year the 
average ratio cattle numbers population 
that prevailed during the previous cattle cycle. 
Use this method assumes that the factors 
influencing cattle numbers, except for popula- 
tion growth, will average the same during the 
next years during the years the pre- 
ceding cycle. rate population growth will 
assumed that will result total popula- 
tion 185 million figure in- 
dicated the previous section population. 
The average ratio cattle numbers popu- 
lation during the previous cycle was 0.5774. 
When 185 million persons multiplied 
average 0.5774 cattle per person, the total 
number cattle that would farms 
January 1965, becomes 106,719,000. 

give recognition the effects per 
capita income, retail prices beef, and retail 
prices pork the demand for beef and 
veal, statistical model (multiple correlation 
was developed using quarterly data 
for these factors for the period from 1947 
1954. After the equation was developed, esti- 
mated data for these factors for 1965 were in- 
serted into the model and per capita beef 
and veal consumption figure for 1965 was 
computed. After the per capita figure was 
computed, was multiplied the population 
estimate 185 million for 1965 order 
obtain estimate for total consumption 
beef and veal. This total estimated consump- 
tion was then converted into numbers cattle 


farms based the trend beef and veal 
production per animal farms during the 
period from 1910 1954. the basis this 
estimate, total 107,171,000 head cattle 
would farms January 1965. 

using this method, was assumed that 
the number cattle farms determined 
the demand for beef and veal and that this 
demand largely function per capita in- 
come, population, the retail price beef, and 
the retail price pork. also was assumed 
that the influence each these factors 
demand will follow the same trend from 1955 
1965 that prevailed from 1947 
Furthermore, converting the total consump- 
tion beef and veal into numbers, was 
assumed that the trend production per 
animal farms that prevailed from 1910 
1954 will continue 1965. addition, 
was assumed that the demand for beef 
increases, resources will shifted into the 
production beef the same rate during 
the period 1947 1954. 

The quarterly data used for developing the 
model were adjusted for price level changes, 
were the estimated data that were inserted 
for 1965. The $500 per capita income per 
quarter estimate that was inserted into the 
equation adjusted terms 1953 dollars. 
The estimate the same that described 
detail previously. The retail prices beef 
and pork for 1965 were estimated the basis 
the trend relationship between these 
prices and per capita income quarters dur- 
ing the period 1947 1954, inclusive. use 
this method, average adjusted retail 
price figure for beef and pork was obtained. 

The accompanying chart included show 
how the estimated numbers computed use 
the model compare with actual numbers 
for the period 1947 1954 and the projec 
tion 1965. Although many factors could 
cause the estimate for 1965 error, 
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should useful for planning purposes. 
becomes inaccurate because changing con- 
ditions, can improved upon better in- 
formation becomes available. 

also interest note that the esti- 
mates for 1965 obtained each the three 
different methods are quite close each 
other, varying only from 106 million head 
about 107.2 million head. This not unusual, 
since all three methods rely heavily growth 
trends that have been established the 
economy since the end World War II. Fur- 
thermore, the estimates used for population 
and income growth were comparable all 
methods where such estimates were needed. 

useful way checking the reasonable- 
ness these estimates for 1965 compare 
the estimated 1965 per capita consumption 
beef and veal with the actual 1954 per capita 
consumption. The estimated per capita con- 
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sumption beef and veal for 1965, com- 
puted use the statistical model, 
pounds. This compares with actual per 
capita consumption pounds for 1954 
and estimated pounds for 1955. 
should pointed out that per capita con- 
sumption figures for 1954 and 1955 are 
record-high levels and probably will not 
maintained. During the past decade, the 
average per capita consumption beef and 
veal was about pounds. When compared 
with this figure, the 1965 estimate 
pounds appears realistic, since beef and veal 
consumption expected average somewhat 
higher 1965 because the tendency for 


consumers eat more beef and veal. 


Production Possibilities 


The estimates for cattle numbers 1965 
are based upon past rates growth upon 
potential demand 1965. should em- 
phasized that future increases probably will 
not steady annual rate, but will con- 
tinue vary either cyclically erratically. 
The capacity the Nation’s agriculture 
increase numbers from the present level 
about 95.5 million 106 107 million has 
been ignored the present point. Ob- 
viously, cattle numbers are increased 
around per cent during the next decade, 
will necessary use more resources for 
cattle production develop techniques 
that result more efficient application the 
resources now use. Thus, the question im- 
mediately arises whether the agricultural 
industry will have the capacity increase 
cattle numbers the estimated amount. 

recent years, the acreage planted 
wheat and cotton the United States has 
been reduced about million acres. 
Tenth District states, the reduction has been 
about million acres. Furthermore, 
likely that additional acreage will diverted 
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from production wheat and cotton during 
the next decade unless demand for these crops 
increases substantially. the other hand, 
the acreage planted wheat maintained, 
larger part the production probably will 
used feed grain. Much the acreage 
diverted from wheat and cotton production 
ideally suited the production roughage 
and feed grain crops. Thus, likely that 
more land resources will available for in- 
creasing beef production during the next 
decade. also highly probable that any 
additional capital and labor resources neces- 
sary for expansion will available there 
good demand for the increased produc- 
tion beef and veal. 

The use better techniques also offers 
possibilities for increasing cattle numbers sub- 
stantially during the next decade there 
demand for the additional product. For ex- 
ample, synthetic hormones, such stilbestrol, 
show possibilities greatly increasing the 
efficiency converting feed into beef and 
veal when fed certain kinds cattle under 
proper conditions. The productivity land 
planted feed crops and pastures can 
increased substantially the proper use 
such practices fertilizing, irrigating, and 
better management. modern agriculture, 
large number techniques are available for 
increasing the number cattle that can 
handled per given unit resources. Further- 
more, the basis experience during the 
past decade, certainly possible that re- 
search workers may develop more techniques 
increase the number cattle handled per 


given unit resources. Thus, seems likely 
that the necessary resources and techniques 
will available expand cattle numbers 
approximately per cent 1965. 


Summary 

planning for the future growth and 
financing the cattle industry, 
sary give consideration the outlook for 
the industry number years the future. 
Consideration should given the impor- 
tant elements likely influence demand and 
the resources and techniques available for 
producing the beef and veal necessary meet 
the potential demand. this article has 
been assumed that the important elements 
influencing the demand for beef and veal are 
population, per capita incomes, the price 
beef, and the price pork. the basis 
the influence these elements have had de- 
mand for beef and veal the past and pro- 
jections made reputable agencies for popu- 
lation and income growth, was estimated 
that about 107 million head cattle could 
handled the United States 1965. 
analysis the availability resources and 
techniques indicates that there should 
difficulty expanding numbers the demand 
these estimates are made the basis cer- 
tain assumptions which could prove 
incorrect. They should useful currently for 
planning purposes, however, and 
information becomes available these estimates 
can revised. 


FREE capitalistic economy, prices repre- 
sent the interplay supply and demand. 
Prices tend rise when the total flow pur- 
chasing power coming into the market ex- 
ceeds the flow goods. the other hand, 
when spending falls off, prices and the rate 
production tend decline. 

During the 1953-54 recession, stability 
prices the face declining industrial and 
mining activity was one the most con- 
spicuous features. True, the study business 
cycles shows that two are alike and that 
price behavior, well employment, retail 
sales, and other economic conditions, may 
vary from one cycle another. Nevertheless, 
the stable condition prices was significant 
development and deserves investigation. 

Price movements conformed the general 
cyclical pattern during the first postwar re- 
cession. Falling prices were part the de- 
cline economic activity beginning the 
autumn 1948 and rising prices paced the 
subsequent recovery. From their peak 
August 1948, wholesale prices fell nearly 
per cent the summer 1949, held fairly 
stable during the remainder the year, and 
began rise early 1950. Characteristically, 
consumer prices fell much less and likewise 
started upward early 1950. 

Throughout the entire period the most 
recent contraction and expansion, the indexes 
wholesale and retail prices moved very 
narrow bands around horizontal trends. From 
mid-1952 June this year, the Consumer 
Price Index registered net increase less 
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than three tenths per cent, while the 
maximum and minimum monthly values 
varied more than per cent from the 
average the 3-year period. Wholesale prices, 
measured from January 1953 July 1955, rose 
about six tenths per cent net basis, 
and the extremes variation from the 
monthly average were confined less than 
per cent. 

Several factors contributed this record 
stability, not the least which was the well 
maintained volume consumer final demand. 
Other developments—government stockpiling 
and price-support programs, expanding de- 
mand Western Europe, and the prereces- 
sion downward adjustment prices in- 
dustrial materials—strengthened prices the 
wholesale level and indirectly lent support 
retail prices. addition, demonstrated 
the following sections, opposing move- 
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ments components the broad indexes 
made for over-all stability. 

First, however, few words describing the 
Consumer and Wholesale Price Indexes may 
define their each other. The 


Price Index measures the average change 
prices goods and services purchased 
urban wage earners’ and salaried clerical 
workers’ families. The Bureau’s Wholesale 
Price Index measures the average change 
the composite prices primary markets. 
Prices are obtained the level the first 
commercial transaction, and thus the majority 
quotations represent producers’ prices 
rather than wholesalers’ prices. Because 
this fact and because the two indexes are 
based different lists commodities and 
employ different systems weights, the Con- 
sumer and Wholesale Price Indexes are not 
closely related and they cannot, for example, 
used measure the change re- 
tailers’ margins. 


Wholesale Prices 

Familiarity with the farm situation during 
recent years readily suggests that stability 
wholesale prices was not due price rigid- 
ities. the contrary, indicates the im- 
portance offsetting price movements the 
over-all steadiness, sagging farm prices 
were counteracted firm industrial prices. 

Agricultural products are basic source 
many foods and raw industrial materials; con- 
sequently, farm prices are woven intricately 
into the price structure the economy. Dur- 
ing the 1953-54 recession, prices farm com- 
modities central markets fluctuated more 
widely than industrial prices. The steady de- 
cline average prices farm products. from 
their Korean War peak was arrested briefly 
the early months 1954. The upswing was 
short, however, and May 1954 farm prod- 
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uct prices renewed their downward path. 
This year, initial slight improvement the 
farm price situation again has deteriorated. 
Declining livestock prices and sharp 
tions green coffee and cocoa beans domi- 
nated developments prices farm products 
during the year ending July. 

The recent behavior farm prices repre- 
sents largely continuation the decline 
which began early 1951, although the rate 
has slackened since 1952. Basically, the down- 
ward trend outgrowth relatively 
stable demand situation combined with en- 
larged supplies farm products. July this 
year, the wholesale price index farm prod- 
ucts was per cent below the postwar peak 
early 1951 and nearly per cent under the 
July level last year. This was the lowest 
point since January 1950. 

Prices received farmers local markets 
throughout the nation have followed similar 
trend. Compared with the preceding year, the 
dex prices received for all farm products 
was lower 4.6 per cent 1952, 104 
per cent 1953, 3.5 per cent 1954, and 
2.4 per cent the first months 1955. 
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The parity ratio (the ratio prices received 
farmers prices paid them) also has 
declined rather steadily since February 1951. 
During 1953, the indexes both prices re- 
ceived and paid fell, with the former declin- 
ing more rapidly. 1954, the index prices 
paid held relatively steady, while prices re- 
ceived fell still further. From October 1954 
through June 1955, however, the parity ratio 
varied narrowly between and per cent. 
This sidewise movement was interrupted 
July when prices received dropped sharply 
and the parity ratio fell per cent. 

Within this broad movement prices for 
all farm products, there are significant dif- 
ferences among commodity groups. The in- 
dex prices livestock and livestock prod- 
ucts declined materially during 1954, since 
between the fourth quarters 1953 and 1954 
meat animal prices fell per cent, dairy 
products per cent, and poultry and eggs 
per cent. contrast, reduced production 
wheat, corn, and cotton was instrumental 
strengthening the crop situation, and market 
prices rose relative support levels 1954. 
During the first half 1955, crop prices con- 
tinued strengthen, while prices livestock 
and livestock products showed little net 
change from the final quarter last year. 
July, however, prices for both categories 
farm production displayed marked weakness, 
largely because the high levels current 
production. 

Wholesale prices processed foods during 
the 1953-54 recession fluctuated with farm 
prices, although along more nearly horizon- 
tal trend rather than declining one. 
matter fact, the average index processed 
foods for 1954 was slightly higher than that 
for 1953. Food prices tend less flexible 
than farm prices because their different 
demand conditions, inclusion different com- 
modities, and the additional costs incurred 
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processing. Wages, primary element the 
added costs, continued increase. 

During the recovery period, processed food 
prices moved lower levels, despite steady 
expansion consumer expenditures for food. 
general, lower meat prices, resulting from 
unusually large marketings cattle and hogs, 
were the primary factor depressing processed 
food prices. The average price meats 
the final quarter 1954 was about per 
cent less than during the preceding nine 
months and since has shown only slight im- 
provement. However, lower prices for pack- 
aged coffee and cocoa also have been im- 
portant element the decline. 

The effect declining farm prices the 
wholesale all-commodities price index during 
the 1953-54 adjustment was offset sustained 
industrial prices. The index commodities 
other than farm products and processed foods 
—industrial commodities—declined little more 
than half per cent from its 1953 peak 
during the course economic contraction. 
Subsequently, industrial prices rose per 
cent July this year. 

important factor the stability the 
industrial price index during the recession was 
the fact that had declined during the pre- 
ceding two years. Particularly significant was 
the drop the prices raw industrial ma- 
terials between early 1951 and late 1953. 
Normally, during even mild business reces- 
sion, raw material prices experience down- 
ward pressure. This arises because changes 
final demand are magnified primary markets 
through adjustments inventory the var- 
ious stages production and distribution. 
the case the 1953 decline business 
activity, however, raw material prices had 
already been established lower levels. 

Strangely enough, the decline raw ma- 
terial prices was actually halted during the 
latter part 1953 and prices began rise 
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early 1954. Several factors contributed 
the upturn. Expanding production Western 
Europe strengthened demands for basic com- 
modities, such nonferrous metals and nat- 
ural rubber. The Federal pro- 
gram stockpiling strategic materials supple- 
mented the demand for number nonfer- 
rous metals. Finally, industrial production 
began stabilize early 1954. Raw material 
demands were bolstered nondurable manu- 
facturing which began expand January 
1954 and increased production major 
household durable goods after the first quarter. 

With the upturn durable manufacturing 
and general business activity, industrial ma- 
terial prices have reflected the expanding de- 
mands booming economy. The index 
basic industrial material prices early August 
was the levels late 1952 after increas- 
ing about per cent from the opening months 
1954. 

When the individual indexes all com- 
modities other than farm products and foods 


are arranged according their lowest month- 
prices since the beginning 1953, rather 
significant observation may made. For 
the commodity groups, the lowest prices 
for the entire period from January 1953 
through July 1955 were recorded the early 
months 1953; highest prices occurred for 
the most part July 1955. This suggests that 
price trends were upward for these commod- 
ities during the period which encompassed 
the business downturn beginning the sum- 
mer 1953, that price weaknesses were minor, 
and that demands remained generally strong, 

Nearly all durable commodities fall into this 
grouping characterized lowest prices 
early 1953 and highest prices recent months. 
Prices machinery and motive products, 
structural nonmetallic minerals, and furniture 
and other household durables held firm 
through the months falling and reduced 
business activity. Metal and metal product 
prices slipped only little more than per 
cent and increased rapidly after March 1954. 


LOWEST AND HIGHEST WHOLESALE PRICE INDEXES, JANUARY 1953 JULY 1955 
(1947-49 100) 


Commodity Group 


All commodities except farm and food 
Metals and metal products 
Machinery and motive products 
Furniture and other household durables 
Nonmetallic minerals—structural 
Chemicals and allied products 
and bottled beverages 


Jan. Feb. ‘53 
Jan. Feb. ‘53 
Feb. ‘53 


Pulp, paper, and allied products Mar. ‘53 
Rubber and products Aug. ‘53 
Textile products and apparel Apr. ‘54 
Lumber and wood products ‘54 
Fuel, power, and lighting materials July ‘54 
Hides, skins, and leather products Dec. ‘54 
Miscellaneous June ‘55 
Farm products July ‘55 
Processed foods ‘55 
commodities Apr. ‘53 


SOURCE: Bureau Labor Statistics. 
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Per Cent 
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Feb.-July ‘55 
July ‘55 
July ‘55 
Jan. ‘53 3.5 
July 
Oct. Nov. ‘53 3.9 
June ‘53 7.4 
Apr. 
Mar. ‘53 10.3 
May ‘54 3.5 
Sept. ‘53 0.4 


Apr. ‘54 


Sé 
Pp 
v 
§ 
Highest Mo. 
Jan. ‘53 121.5 
Jan. 112.7 
103.6 
111.9 
115.1 
123.5 
116.1 
106.2 
91.8 
89.1 
89.5 
101.6 
109.4 


Among the nondurable commodities the 
same grouping pulp and paper 
products, and tobacco and bottled beverages— 
only minor price weaknesses developed after 
the recession began. 

The general price movements textile 
products and apparel and hides, skins, and 
leather products during the recession period 
were largely continuation the downtrends 
which began early 1951, although the rates 
decline were noticeably slower than during 
the first year. Weakness these two groups 
was caused largely falling prices for cotton 
and wool products and for cattle hides, which 
were related enlarged supplies and the 
use substitutes. Recently, the price indexes 
these commodity groups have tended 
stabilize. Textile products and apparel prices 
have been steady since early 1954 and the 
hides, skins, and leather products group has 
felt the influence stronger prices for hides 
and leather since the beginning 1955. 

Lumber and wood product prices dipped 
about per cent between the spring months 
1953 and 1954, but they have since become 
very strong. For rubber and rubber products, 
the continuation falling prices from 1951 
August 1953 was largely outgrowth de- 
clining crude rubber prices, which were re- 
lated the political situation the Far East. 
July this year, prices rubber and prod- 
had recovered about per cent from 
their 1953 low. The slight drop the fuels 
group 1954 was due lower coal prices, 
gas and oil continued displace coal, and 
the sharp break the average prices 
refined petroleum products. 


Consumer Prices 


One striking feature consumer prices dur- 
ing recent years was the divergent movement 
the average prices services and com- 
modities. Over-all stability the Consumer 
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CONSUMER COMMODITY PRICES DOWN, 
SERVICES AND RENT 
Special Groupings Consumer Price Index 
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Price Index during the recession and expan- 
sion resulted from these opposing trends. For 
the most part, retail commodity prices drifted 
downward slightly from their 1951 peak, while 
prices services increased steadily. The 
divergence became more pronounced during 
the recession and recovery. 

Commodities usually are considered in- 
clude tangible goods which are displayed 
place sale with prices listed. Services in- 
clude utilities, all nontangible commodities, 
and items which the labor pri- 
mary element the selling price. Some items 
naturally include both commodity and service 
elements; for example, auto repair service in- 
cludes the cost parts. House rents are more 
similar services than commodities but 
customarily are considered separately because 
the particular nature regulations applied 
rent. 

Historically, consumer commodity and serv- 
ice prices display different movements. Short- 
run economic fluctuations usually cause little 
variation service prices. rule, they 
adjust slowly and lag behind trends com- 
modity prices. Consequently, service prices 
not fall the same extent commodity 


us “us 
] 
96 96 
| 


Price Stability 


prices during recession nor increase rapidly 
during inflation. 

Several factors contribute these differen- 
tial price movements. Many services are pro- 
duced public utilities whose rates are regu- 
lated public authorities and usually are 
adjusted changed economic conditions after 
time lag. House rents also tend lag be- 
cause either relatively long-term contracts 
regulation. Another source variation 
arises from the fact that service prices are 
determined many local markets rather than 
one nation-wide market. This means all 
establishments individuals supplying 
given service not simultaneously change 
their prices. Nor are service prices subject 
short-run fluctuations arising from inventory 
variations—a factor which particularly im- 
portant short-term movements many 
commodity prices. Finally, the demand 
side, services are used when purchased. Stock- 
piling and liquidation consumers, which 
contribute commodity price fluctuations, 
thus not exist for services. 

The upward trend service prices during 
recent years has been due sustained demand 
and, over longer time, the slower growth 
service supplies relative demand. Never- 
theless, although they have increased more 
than commodity prices since 1947, service 
prices have risen less prewar basis. Over 
the period from 1935-39 June 1955, com- 
modity prices were nearly 105 per cent, 
while services increased per cent and rents 
about per cent. 

During the two years from June 1953 
June 1955, period which includes the reces- 
sion and recovery, commodity prices 
declined about per cent. Rents, meanwhile, 
increased nearly per cent and the index 
prices other services about 5.5 per cent. 

Among service items, price reductions were 
rare. For the most part, declines were related 


SELECTED CONSUMER COMMODITY 
AND SERVICE PRICES 
Indexes, June 1953 100 


All consumer prices 
All 


Food 979 
Apparel 
Cotton apparel 995 
Rayon and nylon 95.0 
Shoes 1025 
Housefurnishings 96.1 
Textile housefurnishings 
Furniture and bedding 
Electric refrigerators 
Electric toasters 85.5 
Solid fuels and oil 1007 
Television sets 877 
Automobiles, new 
Automobiles, used 80.8 
All services except 105.4 
Residential telephone service 
Dry cleaning and pressing 101.1 
Domestic service 101.8 
Beauty shop services 104.5 
Motion picture admissions 1142 
Television repairs 
Medical care 105.8 
Physicians’ fees 106.6 
Hospital rates 
Prescriptions and drugs 
Auto repair 104.9 
Auto insurance 949 
Street car and bus fares 115.2 


Gas and electricity 
Rent 


*tncludes other items not shown separately. 
SOURCE: Bureau Labor Statistics. 


the reduction Federal excise taxes ef- 
fective April 1954. The drop the cost 
telephone service, for example, was related 
the tax cut rather than basic price 
adjustment. 

The moderate reductions commod- 
ity prices during the interval were associated 
primarily with the availability goods. Dur- 
ing the recession phase, excessive inventories 
many instances were worked down 
making price concessions. the recovery 
stage, lower commodity prices resulted from 
lower unit costs expanded production, tech- 
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nological improvements, and increased com- 
petition among sellers. 

The most significant changes retail com- 
modity prices were those associated with re- 
ductions for durable goods. Lower prices for 
new and used cars were mainly responsible 
for relatively pronounced drop the index 
prices for transportation goods and services 
from its 1953 peak. New car prices fell the 
autumn 1954, prior the introduction 
1955 models. After the new models appeared, 
dealers discontinued reduced price conces- 
sions but re-established them early this year. 
Prices used cars toppled throughout 1953, 
nosedived early 1954, and slid moderately 
last autumn and this spring. 

Price reductions for household durable 
goods—such refrigerators, toasters, washing 
machines, and stoves—were major factor 
lowering the average price housefurnish- 
ings during 1954 and the first part 1955. 
addition, however, household textiles together 
with furniture and bedding contributed the 
over-all decline this group prices. For 
many durable goods, prices reflected the 
April 1954 reduction excise taxes and, sub- 
sequently, the concessions offered depart- 
ment stores and other retailers they re- 
sponded the competition discount houses. 


Prices Business Boom 


Since the 1954 recovery began, the pressure 
demand has been most intense for durable 
goods all types and for construction. This 
has been major factor the gradual “edg- 
prices for metals and nonmetallic 
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structural minerals, although cost increases 
also have been important the price advances 
some items. Nonferrous metal prices have 
responded rising demands and curtailed 
supplies resulting from labor disputes. Rising 
prices have been recorded for steel products, 
which moved higher even prior the general 
July increases; for most types machinery 
and equipment; and for building materials. 

Normally, has been observed earlier, 
prices tend rise during recovery along with 
employment, output, and other measures 
business the economy moves 
closer full employment, the upward pres- 
sure prices becomes greater. Under the 
stimulus steadily increasing money expend- 
itures, full utilization resources ap- 
proached progressively more lines. Many 
sellers occupy increasingly favorable positions 
and are able increase prices and still sell 
their output. Labor unions and individuals 
are generally stronger bargaining positions 
because potential losses employers are 
greater than during periods slack demand. 

Price rises occur initially for those goods 
where expanding demands are especially high 
relative supplies. Some combination 
large increase demand and relatively 
unresponsive supply situation the cause 
such price rises. demand continues ex- 
pand rapidly, the number industries incur- 
ring these bottlenecks tend multiply and 
price increases become general throughout the 
economy. Thus, beyond some point, in- 
creasing flow purchasing power stimulates 
little additional production but results 


succession price rises. 
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TOTAL LOANS INTERBANK DEPOSITS 
Weekly Reporting Banks, Tenth Federal Reserve District 


8 
5 


Deposits 


Reserve 
City 
Member 
Banks 


Consumer Price 


Country Country Wholesale Price 
Member 


Banks 


District Banks 


and 


States 


Tenth Dist. 
Colorado 
Kansas 
Missouri* 
Nebraska 
New Mexico* 


Revised. 


TENTH DISTRICT BUSINESS 


*Value 
Building 


Value 
Department 
Store Sales 


Check 
District Payments 


and Principal 


Metropolitan Percentage change—1955 from 1954 
Areas 
Tenth F.R.Dist. 
Denver +19 
Wichita +14 
Kansas City 
Omaha 
Wyoming Okla. City 
Tulsa 


enth District portion only. “*No reserve cities in this state. 


*City only. Kansas City, Mo., only. t Kansas City, Mo., ond 


BANKING THE TENTH DISTRICT PRICE INDEXES, UNITED 
Index 
281 282 280 
July 1955 Percentage Change From 
1954 1954 954 
3 
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